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The following constitutes the reasons for this &t the purposes which are sought to be
accomplished thereby:

LB 967 creates a rural safety net for municipadited the first class, second class and villages
experiencing high levels of loss of local salesr@axenues due to state incentive programs, such
as the Employment and Investment Growth Act andré¥{a Advantage.

The safety net is provided through the establishm@ina “Refund Fund” to be used
administratively by the Tax Commissioner when a imipality experiences local sales tax losses
exceeding ten percent in a given budget year, basethe average annual sales tax revenue
generated by the local community in the three pnevifiscal years.

The loss of greater than ten percent of the loakdsstax revenues has created severe budgetary
challenges for local municipalities because of ticgrated losses. Current state policy is to
grant municipalities only 30 days notice on thesla$ local sales tax revenues on existing
contracts through the Employment and Investmentv@rdAct. The notification process will
grow to one year notification when Nebraska Advget#s fully implemented and contracts
allowing for refunds are exercised, but there igpnavision currently for extending notification

on other existing contracts.

Municipalities plan for their budget years, whiamrfrom Oct. 1 through Sept. 30 each year,
weeks in advance before their budgets takes effésten using historic data on the loss of local
sales tax revenues does not provide the munidgmkiny exact amount of information on what
can be expected on future losses of local salesetanue over the 12 months of its fiscal year.

Once local budgets are set, revenue anticipatiomatabe changed and when the losses
substantially go over historic levels, the munititgas left in a very challenging situation that
could create the loss of local services and employeeded and expected by local citizens to
provide those services, or in making payments d siervice or bonds dependent upon the local
sales tax revenue for payments, as originally éetliy a local vote of the citizens.

The “Refund Fund” will help spread out any such auipin resolving the excessive highs or
lows experienced by the respective municipality mirging to anticipate its local sales tax loss
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to state incentive programs each year. Each npatity could then plan on a “worst case
scenario” of how much loss they might experiencéougie ten percent level.

The “Refund Fund” is used only to borrow againstimy those times when the excessive loss
occurs and paid back to the fund by the municipaliiring years it does not exceed the ten
percent loss, with this being administered by thg Tommissioner.

The incentive programs were adopted by the Stathput local consent on the possible loss of
local sales tax revenue. LB 967 would give theeSttae opportunity to be proactive on the issue
and provide a mechanism to prevent fiscal harnméoddcal municipalities due to excessive and
unanticipated loss of revenue as a result of gtaliey.

The one “seed fund” option gaining the most suppedms to be a “one time, one month, one
percent fee” from all sales tax revenues generiatexhe specific month throughout Nebraska.
This would seed the “Refund Fund” and provide anfpleding to do so for the foreseeable
future based on what the losses experienced tchdaebeen.
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